




 

As of 12/31/2012 
% of Assessed Value (32.7B) 

($ equivalent of debt in millions (M)) 

 

Type of Debt 

 Statutory 

Limitations  

Council 

Policy Limitations 

Council Policy Limit 

Available 

General Purpose (2.5%):    

 Non-Voted  councilmanic 1.5% 1.00%  ($327M) 0.43%  ($140M) 

 Voted (assuming the City uses 

all of its nonvoted capacity) 
1.0% 0.75%  ($245M) 0.75%  ($245M) 

Parks and Open Space – Voted 2.5% 1.75%  ($572M) 1.75%  ($572M) 

Utilities – Voted 2.5% 1.75%  ($572M) 1.75%  ($572M) 

Revenue No Limit No Limit No Limit 

Local Improvement District No Limit No Limit No Limit 

*Full capacity available for parks and open space due to the existing Parks Levy is not bonded, and therefore no draw on the debt capacity.  

 

Considerations to inform a single Bond Issue 

 

 Favorable Market Conditions 

Seattle-Northwest Securities, the City’s financial advisor, provided the chart below to illustrate the 

current favorable rate climate.  As noted in the chart, interest rates are at an all-time low since 2003. 
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The red line indicates the 20-year AAA tax-exempt 
rate since February 2003.  
The blue line indicates the 20 year taxable rate since 
February 2003. 
The City would be issuing tax-exempt bonds for this 
issuance (red line). 
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 Economies of Scale  

By issuing approximately $80 million in long-term LTGO bonds in lieu of the initially-planned 

$41 million long-term and $51 million short-term debt issues, the City will save approximately 

$146,500 in debt issue costs from economies of scale as shown in the table below.   

 

 

Estimated Debt Issue Costs Comparison Between Single and Combined Bond Issues 

  A B C   

Description  

$41 Million 

Long Term 

Bond Issue 

$51 Million 

Short Term 

Bond Issue 

Combined $80 

Million Long 

Term Bond 

Issue 

Debt Issue Cost 

Savings from a 

Combined 

Issue (A+B)-C 

Underwriter's 

Discount 
(1)

 $205,000 $245,000 $400,000 $50,000 

Bond Counsel 
(2)

 42,000 43,000 46,000 39,000 

Financial Advisor 
(2)

 30,000 30,000 30,000 30,000 

Bond Rating - 

Moody's 
(3)

 24,000 28,500 40,000 12,500 

Bond Rating –  

S&P 
(3)

 20,000 22,000 30,000 12,000 

Other (printing 
(4)

 & 

etc.) 3,000 3,000 3,000 3,000 

Total $324,000 $371,500 $549,000 $146,500 

 
(1) Assumes $5/$1,000 underwriter’s spread 

(2) Estimated.  Cost also may vary depending on if SNW or Bond Counsel drafts the OS 

(3) Estimated based on 2012 fee schedules from rating agencies 

(4) This cost can be reduced if electronic distribution of the Official Statement is utilized  

 

 Lack of Short-Term Line of Credit Options  
Currently, the market place is lacking Line of Credit (LOC) options that would meet the needs as 

noted in the Adopted CIP.  At this time, LOC durations are less than three years, which do not 

meet the financial needs of the City.  Instead, staff recommends issuing a one-time LTGO for the 

entire debt draw and the City can choose to pay off any portion early after the first 10 years at no 

additional cost. 

 

City’s Bond Rating 

 

The City’s bond rating is based on numerous factors, including the strength of the economy, wealth of 

the region, financial management policies in the City, and adherence to those financial management 

policies by the City.  The City currently has an AAA bond rating from Moody’s and Standard & Poor’s 

for its unlimited general obligation bonds.   

 

The agencies have cited the following strengths of the City (see attachment D and E): 

 Strong financial management practices that include multi-year forecasting and long-term capital 

planning 
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 Stable presence of advanced industries that attract skilled workers  

 High reserves outside of the general fund that can support operations (if needed). 

 

Conversely, the agencies have cited that if the following significant items occurred, there could be a 

negative impact (see Attachments D and E): 

 Deterioration of the city’s financial position relative to peers nationally 

 Significant, additional tax base declines to an assessed value inconsistent with peers nationally, 

 City finances not meeting management projections. 

 

As noted above, the City currently has $140 million of available councilmanic LTGO debt capacity.  

The City’s financial health is in good standing and, though staff cannot predict the rating agencies’ 

responses or actions, staff does believe the risk of being downgraded is low due to solely having a larger 

long-term bond issuance.  

 

Comparison of Adopted CIP vs. Staff Proposed Structure 

 

With interest rates at their lowest level in years, the current market challenges in obtaining a seven-year 

line of credit, and the economies of scale on the cost of the issuance, staff recommends the issuance of 

long-term debt of approximately $80 million to fund the CIP amount.  Staff have modeled the cash flow 

and determined that this amount is sufficient to address expenditure needs through 2016 and can be fully 

funded with the projected revenue stream.  A determination can be made later on whether or not there is 

a need for a short-term line of credit borrowing, depending on updated cash flow projections. 

 

The chart below illustrates the cash payments under  the two options – the Adopted CIP $92 million debt 

draw ($41 million in LTGO, and $51 million in short-term Line of Credit paid back within the existing 

7-year CIP), compared with approximately $80 million 20-year LTGO bonds, the latter assuming the 

LRF financing contained within the bonding. 
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 *Assumes interest rates as of February 25, 2013 

 

Due to the favorable long-term market pricing conditions, issuing approximately $80 million in LTGO 

provides a present value (PV) total similar cost to the City (total PV of adopted CIP of $100.4 million 

vs. Total PV of the $80 million LTGO of $100.9 million) and frees up cash in the later years of the CIP 

which would have been used to pay the short-term debt for other capital projects.   

 

 

Overview of Potential Future Council Actions 

 

Council direction will be needed in order to proceed with the issuance of bonds.  A draft bond resolution 

with a principal amount of approximately $80 million and delegating a Designated Representative is 

provided in Attachment F.  Final principal bond size shown in the ordinance may need to be adjusted so 

that the size of the issue will ultimately yield $80 million in project funding. 

A more detailed calendar appears here: 

 

Date Item Status 

March 4, 2013 Council Discussion/Briefing 

regarding issuing a larger long term 

bond and forgoing the short term 

line of credit unless needed in the 

future 

Done 

$15.7 

$19.1 

$15.8 
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Financing Options for the 2013-2019 CIP 
Total Annual Debt Service P&I Payments thru Retirement 

Adopted Short-term Debt Service P&I - $48M Option ($49.2 PV)

Adopted Long-term Debt Service P&I - $42M Option ($51.2 PV)

Long-term Debt Service P&I - $80M Option ($100.9M PV)*
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  DEBT CAPACITY 

ATTACHMENT B:  02/26/2013 

 

 
Bellevue’s Debt Capacity 
Based on Washington State RCW statutory limit, the City’s 
current available debt capacity as of December 31, 2012 was 
$2.3 billion. Of this amount, $303 million is available for 
General Purpose Councilmanic debt.  
 
In addition to the limitations required by state law, Council 
decided to take a more conservative approach several years 
ago and imposed further policy limits on the City’s use of debt 
to assure strong financial health. The table and graph below 
illustrate further restrictions on the City’s use of debt and the 
resulting reduced Council Policy Limit debt capacity.  

 
Graph below shows the reduced Council Policy Limit: 

 
 
Staff contact:  Zemed Yitref, Investment & Debt Manager 

 
% of Assessed Value 
($ equivalent of debt,  

$ also shown in pie chart) 

 
Type of Debt 

 Statutory 
Limitations  

Council 
Policy 

Limitations 

Council 
Policy Limit 

Available 
General Purpose:    

Non-Voted 
Councilmanic 

1.5% 1.00%  
($327M) 

0.43% 
($140M) 

Voted 1.0% 0.75% 
($245M) 

0.75% 
($245M) 

Parks and Open 
Space - Voted  

2.5% 1.75% 
($572M) 

1.75% 
($572M) 

Utilities – Voted 2.5% 1.75% 
($572M) 

1.75% 
($572) 

Revenue No Limit No Limit No Limit 

Local 
Improvement 
District 

No Limit No Limit No Limit 

Background  
 State statutes allow cities to issue general 

obligation debt at 2.5% of their assessed 

valuation for each of the following three 

purposes: 

 General Purposes – can be used for 

any purpose allowed by law - voted or 

non-voted (“Councilmanic”) debt. 

 Parks and Open Space – used for 

parks and open space and/or 

recreation facilities - must be approved 

by the voters. 

 Utilities – used for utility infrastructure - 

must be approved by the voters. 

 

 Bellevue Guiding Principles for use of debt: 

 Maintain Aaa bond rating. 

 Long-term debt should generally be 

issued only for long-lived assets. 

 Financial management plan for 

repayment of debt is essential. 

 Review of debt and refinancing when 

conditions are favorable is essential to 

effective debt management and capital 

planning. 

 

 City of Bellevue’s Current Existing Debt 

Non-Voted Councilmanic Debt 
 ($ in millions) 

 1995 Convention Center $3  

2003 Metro Site 1 

2004 City Hall 3 

2006 City Hall II 5  

2008 Supplemental CIP 12  

2009 LOC  30  

2010 Marina Refunding 0  
2010 Convention Center 
Improvement - Refunding 9  

2010 Limited GO (MII)  11  
1991 & 1994 BCCA 
Lease/Purchase                                   
2012 City Hall Refunding                 
2012B City Hall Refunding  

14 
56 
43  

Total Debt Outstanding $187  
 
 

 

General Purpose -
Councilmanic                
Avail, $140M 

General Purpose -
Voted, $245M 

Parks & Open               
Space - Voted,             

$572M

Utilities - Voted,                     
$572M

89% Debt Capacity Available (Policy Limit) 
Total Available $1.5 Billion
(as of December 31, 2012)

General Purpose  -

Councilmanic
Used $187M
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Moody’s Guidelines on Debt 
The following are Moody’s medians for US cities with a population between 100,000 and 500,000, 

published in September, 2011 for data during 2010.  Less than 10% of Moody’s ratings for cities in 

2010 were in the Aa1 category.  The City’s ratings are Aa1 from Moody’s and AAA from S&P.  S&P 

does not publish similar medians. 

  Moody's Underlying Rating 
Selected Indicators Aaa Aa A Baa Ba 
Total General Fund Revenues ($000) $203,722  $149,058  $440,563  N/A N/A 

General Fund Balance as % of Revenues 21.91 21.55 4.78 N/A N/A 

Unreserved, Undesignated General Fund Balance 
as % of Revenues 

10.46 14.58 1.91 N/A N/A 

Direct Net Debt as % of Full Value 1.22 1.23 3.9 N/A N/A 

Debt Burden (Overall Net Debt as % Full Value) 2.51 3.06 5.05 N/A N/A 

Debt Service as a % of Expenditures 10.59 8.93 7.92 N/A N/A 

Total Full Value ($000) $25,255,286  $16,895,019  $11,194,572  N/A N/A 

Population 2000 Census 186,406 155,554 173,133 N/A N/A 

Full Value Per Capita ($) $109,596  $82,828  $63,825  N/A N/A 

Top 10 Taxpayers as a % of AV 7.28 6.18 9.61 N/A N/A 

Per Capita Income (2000 Census) $23,960  $20,192  $16,294  N/A N/A 

 
When compared to the Aaa median category, the indicators for Bellevue that are lower are related 

to the General Fund.  This is the category where the City has the most significant pressure on its 

ratings. 
Selected Indicators City of Bellevue (Aa1) 
Total General Fund Revenues ($000) $157,746 

General Fund Balance as % of Revenues 14.34 

Unreserved, Undesignated General Fund Balance as 
% of Revenues 13.23 

Direct Net Debt as % of Full Value 0.58 
Debt Burden (Overall Net Direct and Overlapping 
Debt as % Full Value) 2.43 

Debt Service as a % of Expenditures 6.36 

Total Full Value ($000) $30,910,083 

Population 2000 Census 122,363 

Full Value Per Capita ($) $250,487 

Top 10 Taxpayers as a % of AV 7.69 

Per Capita Income (2000 Census) $45,972 

 
However, the City’s debt burden is significantly lower than both the Aa and Aaa medians and the 

City’s wealth indicators are substantially higher than the medians. 
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